














Case No. 2022-00147
Water Service Corporation of Kentucky
Responses to Attorney General Second Request for Information

AG DR 2-55:

Refer to Water Service Kentucky’s response to the Attorney General’s First Request, Item
105, including the Excel file AG DR 1-105 Captime attached to the response. Refer also to the
projected capitalized time expense in account 522001 of ($138,212), which is a significant increase
over prior years, depicted in the Application, Exhibit 29.4. Refer also to the refection of capitalized
labor associated with the AMI project included in the Excel file PSC_DR_1-49 Exhibit 41 -
AMI cost impacts REDACTED attached to Water Service Kentucky’s response to the
Commission Staff’s First Request for Information (“Staff’s First Request”), Item 49, and further
to cell G32 in worksheet tab Quote and Details, which shows capitalized time of $79,476 in 2023
for AMI meter installations. Finally, refer to the depiction of the revenue requirement for the
impacts of AMI provided in Water Service Kentucky’s response to the Attorney General’s First
Request, Item 102, which shows nothing related to labor or the effects of capitalized labor
reductions for the AMI program.

a. Confirm that the $79,476 in capitalized time expense associated with the AMI
program is the amount of capitalized labor reflected for the AMI program in the Application,
Exhibit 29.4. If not confirmed, provide the correct amount and an explanation of the same.

b. Explain why there is no reflection of capitalized time expense in either the
Application, Exhibit 41, or in the revenue requirement depiction for AMI provided in Water
Service Kentucky’s response to the Attorney General’s First Request, Item 102, and discuss
whether there should be such a reflection.

C. Indicate whether the reflection of both the AMI costs and capitalized time expense

in the revenue requirement equates to a decrease in the revenue requirement associated with AMI,
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or if there would also need to be consideration of the vacant positions and whether the Company
should staff back up to the level of 19 employees. Explain the response in full detail.

d. Describe what employees (by position description) will be involved with the
projected 1,913 meter installations in 2023 taking one hour each, which is approximately one full-
time equivalent, and how the work will be performed.

e. Does the Company envision performing all the Phase | meter installations in 2023,
or will the installations be spread over 2023 and 20247 If all will be installed in 2023, explain why
in detail.

f. If the Commission denies the proposed AMI project, would the Company still need
the approximate one full-time equivalent for other job functions and projected labor costs assuming
full staffing levels. If yes, explain why in detail.

g. If the Commission denies the proposed AMI project, detail the changes that would
need to be made to the Company’s depiction of the revenue requirement in the test year related to
labor expense and capitalized time expense.

h. Describe how the $41.65 captime cost per hour rate was determined, which is used
in the capitalized labor calculation. Include in the description the group of employees assumed to
be included in the calculation of that rate.

Response:

a. Itis not confirmed - the dollar amount in PSC_DR_1-49 Exhibit 41 -

AMI_cost_impacts REDACTED stated for captime for the AMI project is $79,676, not $79,476
as stated in this data request. This amount is included in Application Exhibit 29.4.

b. The Company did not reflect the captime activity during the Phase 1, 2, and 3 installations as

they are not recurring or normalized charges, though the remaining costs depicted in the
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referenced files are recurring revenue requirement components. However, please see attached
revised file AG DR 2-55 - Exhibit 41 - AMI cost impacts REDACTED - Forecast Period
REVISED.xIsx, which adds captime as a revenue requirement component as relevant for each
phase of the AMI project.

c. Please see attachment in response to part B above. The Company’s revenue requirement
calculations in the current case reflect full staffing levels.

d. All field tech I and Il positions will have a set number of meters to install each work day once
their normal meter reading route is complete. That results in approximately 382 meters per the 5
employees dedicated to this task. Therefore, each employee (minus vacation and holidays) will
have to install approximately 2 meters a day until completion.

e. The current plan is to complete the meter installations for phase 1 all in 2023. The Company
plans to install all phase 1 meters as soon as possible to allow the benefits of the meters to be
recognized earlier and mitigate issues with existing meters.

f. Yes, this project does not require any new positions, and sufficient work remains for existing
employee levels, which are consistent with prior years.

g. If the Commission were to deny the AMI project request, the revenue requirement for the
Forecast Period would decrease for the items noted as Expenses in the file attached in response
to B above, and rate base would decrease by the 13-month average cost of the AMI project as
shown in the file AG DR 1-072 - Exhibits 10-20-28 - Schedule A - Rate Base Components
Updated 7.28.22.xlIsx, Pro-Forma UPIS-AD-ADIT tab — removing the fixed asset additions in

this tab for AMI will reduce the A/D and ADIT credit balances.
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h. The $41.65 rate includes all Kentucky-only employees’ salaries, benefits, payroll taxes, and
transportation expense, divided by 2000 hours per employee, which is based on 2080 annual
work hours minus 2 weeks of PTO.

Witness:

James Kilbane
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AG DR 2-56:

Refer to the reflection of the proforma income statement in the Application, Exhibit 29.
Refer also to the detailed account descriptions and data included in the Application, Exhibits 29.7
(Maintenance and Repair), 29.8 (Maintenance Testing), 29.9 (Chemicals) 29.10 (Transportation),
29.11 (Outside Services), 29.12 (Office Supplies and Other Expense), 29.14 (Pension and Other
Benefits), 29.16 (Insurance Expense), 29.17 (Office Utilities), 29.18 (Miscellaneous Expense), and
29.22 (Taxes other than Income). Provide similar schedules for each exhibit noted above which
depict the same level of account detail for the sum of 2022 revenues and expenses to date through
the most recent month with actual data available. In addition, identify the most recent month with
available data.
Response:
Please see Excel file AG DR 2-56 Expense details Aug YTD. The file shows expenses through
August 2022.
Witness:

James Kilbane
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AG DR 2-57:

Refer to the projected Income Statement information provided in the Application, Exhibit
29. Provide a similar schedule which shows the same level of detail for each of the months in 2022,
and year to date, through the most recent month with actual data available.
Response:
Please see Excel file AG DR 2-57 — Monthly Income Statements.
Witness:

James Kilbane
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AG DR 2-58:

Refer to the public version of Excel file PSC_DR_1-49 Exhibits_18-32-29 -
_Schedule_B_- SW-Payroll_Taxes-Benefits REDACTED attached to Water Service Kentucky’s
response to Staff’s First Request, Item 49. Refer further to worksheet tab 2023 and further to cell
AS1 which depicts an assumed increase in health insurance benefits cost of 6% over base year
costs in order to project health insurance costs in the test year. Provide the weighted average actual
annual increase percentages in health care premium costs each year starting in 2017 and going
through 2022.

Response:

The compound annual growth rate from 2017 and 2022 was approximately 4.4%. This CAGR is
artificially low due to the 2020 consolidation of the CRU (formerly Utilities Inc.) benefit plan into
the CII benefits plan, which resulted in cost savings. Due to COVID impacts on healthcare cost
and inflationary pressures the Company believes that 2023 will be similar if not greater than the
most recent annual increase experienced from 2021 to 2022 of 8%.

Please see Excel AG DR 2-58 Medical Rates 2017 — 2022.xlIsx for calculations.

Witness:

James Kilbane
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AG DR 2-59:

Refer to the public version Excel file PSC DR 1-49 Exhibit 29 - Schedule A - Revenue
Build - AS FILED REVISED REDACTED and further to worksheet tab Usage Decline. The
annual date reflected shows an increase year over year in usage per ERC starting in 2016 and going
through 2019 and then a sharp decrease in 2020 and 2021 before increasing again in 2022. Describe
all known reasons for the sharp decline in 2020 and 2021, including the ramifications of Covid-
19, compared to the usage per ERC that had been building from 2016 through 2019.
Response:
The Company does not have enough data to support a conclusive explanation. The Company does
not identify any significant statistical variance - such as 2 standard deviations above or below the
average - between 2020 and 2021 versus non-COVID vyears.
Witness:

James Kilbane
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AG DR 2-60:

Refer to the public version Excel file PSC DR 1-49 Exhibit 29 - Schedule A - Revenue
Build - AS FILED REVISED REDACTED and further to worksheet tab Customer Decline. Refer
also to the previous question and the small increase in customers depicted for 2022 when compared
to 2021. Does the Company believe that it experienced a decline in customers in 2020 and 2021
related to the ramifications of Covid-19? Explain the answer in full detail.
Response:
The Company recognizes a declining trend in ERCs from 2013 to 2021 which is in line with a
declining population in Middlesboro and Clinton according to the most recent census data. The
Company does not have enough information to conclude that changes in 2020 or 2021 were due
to Covid-19 or any other particular factor. The declines in 2020 and 2021 do not appear
statistically significant compared to other years included in Application Exhibit 29 Schedule A.
Witness:

James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
Responses to Attorney General Second Request for Information

AG DR 2-61:

Refer to the Excel file AG_DR_1-82_and_84 IS and_ DS attached to Water Service
Kentucky’s responses to the Attorney General’s First Request, Items 82 and 84, and further to the
worksheet tab Pension and Other Benefits and further to the amounts reflected for account 532005
(Employee Insurance Deductions) and account 532006 (Health Insurance Claims) for 2019
through the base year. Refer also to the Excel file PSC_DR_1-38 - Schedule_K_- Payroll_Info
attached to Water Service Kentucky’s response to Staff’s First Request, Item 38, which shows in
different tabs the breakdown of payroll costs, including the Company’s and employees’ portion of
health insurance costs each year for 2019 through the base year. Explain all reasons why the
amounts between these two sources for each year do not match.

Response:

The PSC_DR_1-38 - Schedule_K_- Payroll is derived from payroll data related to specified
Kentucky related employees and the AG DR_1-82 and_ 84 IS and_ DS is taken from the
general ledger amounts posted. Until 2021 the cost that would be expensed to 532006 and 532005
included allocated cost from shared services. In 2021 the allocation method was changed, as WSC
shared services costs were consolidated with Corix support services before allocation. Accounting
GL entries may include timing differences, non-payroll related cost and journal entries that don’t
necessarily get tied to a specific employee. Also, while in 2021 there were reorganization changes
in responsibilities that were enacted, the general ledger changes to reflect the reorganization were
not implemented in the ERP system until 2022..

Witness:

James Kilbane
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AG DR 2-62:

Refer to the Excel file PSC_DR_1-38 - Schedule_K_- Payroll_Info attached to Water
Service Kentucky’s response to Staff’s First Request, Item 38 which shows in different tabs the
breakdown of payroll costs, including the Company’s and employees’ portion of health insurance
costs each year for 2019 through the base year. Refer specifically to the worksheet tabs for 2021

and the base year, which shows the following total costs for each:

2021 Base Year Increase %
Health Insurance Costs — Utility $140,715 $177,832 26.4%
Health Insurance Costs — Employee $37,933 $47,888 26.2%

Explain all reasons why the amounts for both the utility and employee responsibilities
increase by over 26% from 2021 to the base year.
Response:
Health care cost increased on average 8% between 2021 and 2022. The 2021 dollars were based
on the actuals incurred by the Company and the Base Period represents what the Company would
expect at full manning. There were various positions open at different times in 2021 that have
since been filled with the exception of the Director of Engineering and Asset Management
position.
Witness:

James Kilbane
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AG DR 2-63:

Refer to the Excel file AG_DR_1-82_and_84 IS and_ DS attached to Water Service
Kentucky’s responses to the Attorney General’s First Request, Items 82 and 84, and further to the
worksheet tab Income Statement which shows amounts for miscellaneous revenues per year
excerpted below. Describe what types of revenue have been or will be recorded each year from
2017 through the test year. Also, explain all known reasons why the amounts for such revenues

started decreasing significantly in 2020 and appear to be virtually non-existent in the base year and

test year.
Base Forecasted
2017 2018 2019 2020 2021 Period  Period
Miscellaneous Revenues 62,803 56,935 58,287 34,418 7,698 297 297
Response:

Through the 2020 rate case, the Company charged: NSF fees, meter testing, service reconnection
charges, and tampering fees. The conclusion the 2020 rate case changed the reconnection charges
to zero. In the Forecast Period, these revenues include a nominal level of NSF fees and meter
testing fees.

Witness:

James Kilbane
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AG DR 2-64:

Refer to the Excel file PSC DR 1-50 Fuel Cost Estimated attached to Water Service
Kentucky’s response to Staff’s First Request, Item 50, and further to the use of the average per
gallon price of $3.92 as of May 5, 2022, utilized to project the cost of fuel expense in the test year.
Provide the most current per gallon price of gas at the stations utilized by the Company and the
date in which the price is determined.

Response:

The recent purchases of vehicle fuel as of 9/21/2022 at local stations was $2.96 regular and $4.79
diesel. Assuming 80% of all gas purchased for the Kentucky operations uses regular gasoline and
the 2 service trucks and backhoes use diesel, this fuel price would be $3.33 as a blended rate.
Please see attached Excel AG DR 2-64 Fuel Cost Estimated for most recent estimate.

Witness:

Colby Wilson / James Kilbane
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AG DR 2-65:

Refer to the revised Attachment filed in response to the Attorney General’s First Request,
Item 41 on August 16, 2022. Refer further to the “WSCK Health Benefit Cost” column of the tab
detailing 2022 compensation costs showing the Company’s health benefit costs related to each
employee for 2022.

a. Explain why the amounts for each employee in the “WSCK Health Benefit Cost”
column are different and why some amounts are over three times the amount of others.

b. For each different amount listed, identify what type of coverage that is included
(e.g. employee only, employee plus spouse, employee plus children, family, etc.).

C. For each different type of coverage identified in the response to subpart (b), identify
the total amount of the coverage costs projected, and the costs projected to be paid for by the
Company and the amount paid by the employee.

Response:

a. Employees have the option of different health care coverage including supplemental coverage
and whether they elect to have coverage for employee only, employee plus spouse, employee plus
children, or family coverage.

b and c. Please see Excel file AG DR 2-65 Health expense info. There are multiple options in
health care offerings, some options include supplemental health insurance and different overall
plans such as high deductible or PPO, that is why there will be several different rates for the same
category of coverage.

Witness:

James Kilbane
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AG DR 2-66:

Refer to the Excel attachment entitled “PSC DR 1-49 Exhibit_35 - Schedule A -
_Cost_of Capital Summary v2’ provided in response to the Staff’s First Request, Item 49 and to
Water Service Kentucky’s response to the Attorney General’s First Request, Item 89.

a. Provide an update as to whether any plans have changed in regard to the payoff of
the $80 million revolver balance and the issuance of two $50 million debt issuances on October 1,
2022, with projected interest rates of 4.05% and 4.30%. Detail any possible or known changes to
any of the projected amounts or interest rates.

b. Provide the current interest rate and balance of the $80 million revolver.
Response: Please see attached Excel file AG DR 2-66 Exhibit 35 - Schedule A -
_Cost_of Capital_Summary_Update.xIsx. This file updates the Forecast Period and Base Period
capital structures and inputs based on recent activity. Included in this file is updated actual
balances and rates as of 8/31/2022. The new issuance dated 6/27/2022 of $50 million requires a
draw of the remaining $25 million on the note within one year.

Witness: James Kilbane
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AG DR 2-67:

Refer to the August 29, 2022 merger announcement between Southwest Water Company

and Corix Infrastructure, Inc. with a projected close date by the end of 2023. Describe all changes
anticipated to the level of allocated or direct costs applicable to Water Service Kentucky that
should be considered as part of the instant case. If there are no changes anticipated explain why in
full detail.
Response: Based on the various conditions that all must be met in order to close the transaction —
including approximately 21 regulatory approvals across 18 regulatory jurisdictions - the Company
does not expect the transaction to close before 12/31/2023. For example, the California Public
Utilities Commission has a 12-18 month statutory period for merger approvals. Any integration
activities would not be implemented until the transaction closes. The Forecast Period of the current
case extends to 12/31/2023, and therefore, there are no expected allocated or direct costs for
WSCK that are expected to be impacted for the current case.

Witness: Seth Whitney



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY

In the Matter of: )

Electronic Application of Water Service ) Case No. 2022-00147
Corporation of Kentucky for a General

Adjustment in Existing Rates and a Certificate )

of Public Convenience and Necessity to Deploy )

Advanced Metering Infrastructure and Approval

of Certain Regulatory Accounting Treatment )

CERTIFICATION

This is to certify that | have supervised the preparation of Water Service Corporation of
Kentucky’s supplemental responses to the Public Service Commission’s Fourth Data Request
and the Attorney General’s Second Data Request and that the responses to both requests are true

and accurate to the best of my knowledge, information, and belief after reasonable inquiry.

Date: 09/29/2022

James Kilbane
Manager of Financial Planning and Analysis
Cleveland Thermal Energy Corporation





